of the union, and abandonment of subsidies. If the agreement went only as far as customs union, trade policy would be the only source of improvement in competition.
In a closer form of integration, however, a common antitrust policy can supplement trade policy in furthering effective competition. If total integration were contemplated, full economic and political union under a single sovereignty, a single and uniform antitrust policy would prevail. That is not, of course, a realistic expectation in the case of North America. In a common market or other limited economic union, a common antitrust policy would have to be reconciled with the remaining policies of the countries forming the union. Some problems may arise in the formulation and application of a common policy on competition, and these problems may demonstrate some obstacles to the initial formation of the union.
One must assume some structure among the many possible forms and degrees of economic union among the countries of North America. Though some segments of public opinion in both Canada and Mexico are vehemently opposed to North American economic integration, 3 this paper will assume that a proposal is before us to combine those two countries and the United States into a North American Economic Community (NAEC) thai would include the following elements:
(1) It would constitute a free-trade area within itself, and would work toward the goal of a common external tariff-a customs union.
(2) It would have a political arm that would enable the Community to enforce an "antitrust" policy throughout the territory of its members, subject to exceptions and negotiated preferences.
(3) It would permit the movement of persons across national frontiers in search of employment, subject to certain restrictions imposed by the several member states.
(4) It would permit flow of investment across national frontiers, subject again to certain restrictions (such as those on foreign corporation affiliates) imposed by the several member states. Some industries might by agreement be closed to foreign investment. This paper will concentrate on the second element, a common antitrust or antimonopoly policy, rather than on details of trade policy, though the two are necessarily related. The assumed restrictions on movement of persons and investment are meant merely as realistic provisos. The relation of restrictions of foreign investment to a Community antitrust policy will be clarified below. The European Economic Community (EEC) does not have equivalent restrictions on factor movements, but the EEC policy on monopoly and competition may help to indicate the possibilities for a NAEC.
B. The European Economic Community as a "Model"
The Treaty of Rome, the constitution of the EEC, included explicit provisions for antitrust policy and enforcement.
The staff of the Commission of the EEC may bring complaints, as may any Member State. The Commission may request offenders to cease offensive practices; if they do not, the matter can be referred to the Court of Justice which may issue mandatory orders and impose fines for violations. It is understood that the law of the EEC on restrictive trade practices will take precedence over the laws of the individual Member States when a practice or agreement involves or affects the economies of other Member States. 8 The Commission has actually intervened in the affairs of certain Member States to negotiate elimination of state-sponsored monopolies. It has opened the market for cigarettes in France and salt and tobacco in Italy, formerly government monopolies, to competitive suppliers elsewhere in the Community. 9 On the other side of the balance, however, is the virtual exclusion of agriculture from the competitive policy of the Community.
The EEC incorporates the preexisting European Coal and Steel Community (ECSC), although the ECSC retains its own charter. The ECSC charter includes similar provisions on monopoly policy, and an even stronger clause requiring the consent of the Commission to mergers of firms in those industries. (It restrains the creation of dominant positions as well as their abuse.) The charter also permits control of prices and production in times of "manifest crisis" in steel or coal,", which have come along rather frequently. Its cartel powers do not seem to work very well, since frequent disputes arise over state subsidies, the allocation of production quotas, etc.
I I But in the opinion of most observers,' 2 the Coal and Steel Community is substantially more competitive and more efficient than the national cartels and state-sponsored monopolies that would doubtless exist in its place. The ECSC, like the EEC's agricultural policy, affords an example of the compelling need to grant exceptions to certain activities within a competitive policy for a common market. The Commission reports active enforcement of competition policy. In 1977 it made 17 decisions applying Articles 85 and 86, plus 20 more applying to the ECSC, and settled 263 cases by negotiation. It proceeded against market-sharing and price-fixing agreements. For example, it condemned and fined the members of an international trade association of vegetable parchment manufacturers for reservation of the British market, exchange of information on prices and quantities, and joint fixing of export prices. The Commission fined a Belgian automobile firm and certain of its distributors for banning exports. It authorized several steel industries' mergers under its specific ECSC merger control powers. It found that a Dutch petroleum company had abused its dominant position by discriminating against a customer in allocating supplies. And it secured the acquiescence of the French Government to the termination of the governmental alcohol monopoly in France. 13 
C. The Focus of Policies to Promote Competition in a North American Economic Community
If a North American Economic Community (NAEC) adopted a policy of enforcing rules of competition, that policy would presumably deal only with transnational problems. Purely internal ones (if indeed there are any in the interdependent world economy) would be left to the individual antitrust policies of the three countries. On the international level, the policy would have three main targets:
1. Cartels and other loose-kni? agreements among frms in two or more of the North American countries. Some of these agreements would also involve firms in other countries outside the NAEC. If cartel agreements to fix prices, control production, or allocate markets are to be prohibited, the three countries must have a common policy regulating or prohibiting adherence by their firms to external cartels as well. While the attitudes of the three countries on this matter are not uniform, each government has favored industries and trades that it wants to protect or rationalize, often through compulsory cartellization 1 4 Each would retain the right to enter into international commodity agreements for certain goods, and these cartellike arrangements would be virtually immune from common-market competitive policy.
2. Unilateral monopolod efficts of trade. Such effects exist when a dominant firm or monopolistic organization in one country has monopoly power over a particular good in North America which is not effectively checked by competitive sources outside the region, or when it is able to gain a large share of the market in an 13 . EEC, ELEVENTH GENERAL REPORT ON THE ACTIVITIES OF THE EUROPEAN COMMUNITIES IN 1977 IN 104 (1978 .
14. See examples in text below.
importing country through predatory or discriminatory practices that eliminate local sources of supply and/or other imports. Rules of trade policy can deal with some of these effects, but in a NAEC the antitrust authority might have to take on most of the task of limiting a firm's exploitation of a dominant position in exporting goods to another NAEC country. Here again the Community might run against the obstacle of government-controlled enterprise. Could it, for instance, prevent the government-owned oil monopoly in Mexico from charging monopolistic prices for oil in the United States? Or from discriminating in favor of Mexican consumers? 3. Multinational corporations. The various fields of operation of multinational corporations (MNCs) present different problems to a common market. Some MNCs produce minerals and raw materials in some countries and export them to others-in North America, chiefly from Canada and Mexico to the United States. Most of these, but not all, are based in the United States and controlled by U.S. investors. Other MNCs have trading subsidiaries in one country that distribute goods, usually manufactured goods, exported from another-chiefly from the United States to Mexico and Canada, and on a much smaller scale from Canada to the United States and Mexico. Still others are manufacturing and service affiliates of MNCs whose home base is usually in the United States. Affiliates may license technology or trademarks from the "parent" firm under restrictive conditions that tend to limit development or use or restrain exports from the other country. In addition, of course, there are MNCs of all these types based in Europe or Japan with affiliates in all three North American countries; these would have to abide by any new rules of competition in a NAEC.
It was pointed out above that free (or mostly free) trade is itself a generator of competition. Its effects may be more powerful than any antitrust policy which might play only an auxiliary role in guaranteeing competition. The receptiveness of the individual countries of North America both to freer trade and to a commmunity antimonopoly policy, and the provisos, forms, and exceptions that each country would insist upon, would be strongly affected by the asymmetries among the three economies. These are much greater than the differences among the European economies of the EEC. Attitudes and policies toward monopoly and cartellization within each country would also affect the outcome, as would each country's perception of where monopoly problems are likely to originate. Weaker economies of developing countries are likely to take a protectionist stance toward domestic cartel arrangements. If the existing large firms within an economy are controlled by foreign interests, that country may not be eager to remove restraints on their expansion. It may not be receptive at all to the prospect of opening up domestic industry and trade to unimpeded access by foreign MNCs which may transform the economy to a more concentrated structure, at least in critical areas. In North America, the question of foreign control is intermingled with that of monopoly. A primary focus of an antimonopoly policy for the NAEC would be on the multinational corporation. Indeed, effective supervision of the MNC seems to be a leading problem for international economic policy, especially from the view-point of the developing countries.'
II A VIEW OF MEXICO'S POSITION

A. Mexican Attitude Toward Market Competition
Mexican policy toward competition and market structure includes formal statements in the law relating to both the domestic economic structure and foreign ownership and control. The Mexican Constitution of 1917 guarantees freedom of commerce and industry to both Mexicans and foreigners, subject to certain restrictions (permitted by Article 27) on acquisition of property by foreigners, and on certain corporate activities. 16 Article 28, the key provision in the Constitution relating to industrial structure, states, "There shall be no monopolies or es/ancos of any kind; nor exemption from taxes; nor prohibitions under pretext of protection to industry", except for a few designated activities such as mail and telegraph service. 17 An eslanco is a state monopoly established to benefit the treasury-similar to the Mercantilist monopolies exemplified by the Elizabethan sale of trade monopolies. 18 This Adam Smithian view of the evils of governmentally sponsored monopolies did not hold up in subsequent practice. The law of Monopolies enacted in 1931 and 193419 to put the constitutional provisions into effect exempted state-owned enterprises and enterprises in which the state is a shareholder.
Since then, Mexican policy has not shown much concern for competitive structure and behavior. Most Mexican administrations have been concerned with other economic goals-notably the goal of rapid development and retention of Mexican control of the economic destiny of the country. The combination of these aims has made the government decidedly paternalistic toward the economy. While it has allowed considerable latitude to private ownership and the free market, it has not demonstrated any consistent belief that competitive markets are the most effective means for achieving its ends. Instances to the contrary abound.
In 1935, the government issued a presidential decree allowing the Ministry of Industry and Commerce to authorize agreements and combinations among competitors for various purposes.
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In 1936, the Mexican Congress gave the president the power to declare an industry "saturated" and hence closed to further entry or expansion (the "law of Industry Saturation"). through tax incentives and price control, and to prohibit foreign ownership of industry and other property.
22
A notable departure from the competitive market is Mexico's active policy of using government enterprise to organize economic activity. The best known of these enterprises, Petroleos Mexicanos (PEMEX) the Mexican government's oil monopoly, was created in 1938 when the foreign-owned petroleum'industry was nationalized by the Cardenas administration. The immediate cause of this action was the refusal of the oil companies to comply with an order of the Mexican Supreme Court following a protracted and complicated labor dispute. The action, however, meshed well with the ongoing populist revolt against foreign control of Mexico's resources and with the philosophy of the dominant political party. It was not the result of a conscious choice of state monopoly as the best form of economic organization. "Mexicanization has been the paramount objective even where nationalization has been employed as a means to this end".
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Subsequent administrations have nationalized the railroads, the electric power industry, and other public utilities. The government has also largely created and controlled the indigenous system of banking and financing. 24 A state-owned enterprise, FERTIMEX, currently produces about 90 percent of Mexico's fertilizer output 2 5, and state-owned enterprise also produces basic petrochemicals. 26 The number of state enterprises during the Echeverria administration (1970) (1971) (1972) (1973) (1974) (1975) (1976) rose to several hundred, many of which seemed to be losing money.
Under existing circumstances it is not possible to contemplate a competitive oil industry in Mexico, even one owned by private Mexican interest. There is certainly no possibility for re-introduction of foreign-owned interests into the Mexican oil industry. The oil monopoly and a few others would be impervious to any North American antitrust policy, as would government monopolies in the other two countries. But sole monopoly is not always the aim of public enterprise in Mexico. For example, the government constructed a steel mill (Altos Hornos) in the early 1940s, and later established a holding company, SIDERMEX, to control it and several additional government steel properties. SIDERMEX, which produced about 62 percent of total Mexican steel output in 1980,27 did not preempt the whole industry, but was designed to expand capacity, reduce imports, and stimulate more expansionary and innovative behavior by the publicly and privately-owned companies (t"e., to break down a restrictive oligopoly). 28 objectives are quite consistent with competitive markets, and antitrust policy could only applaud them.
B. The Foreign Corporation in Mexico
Foreign ownership and control of Mexican economic activity has been a leading issue in Mexico since the time of Porfirio Diaz. Economic xenophobia was a key ingredient in the Mexican Revolution of 1910. A large part of the concern with foreign control, though not all, has been focused on the intrusion of business interests from the United States. At first the problem was seen mainly as foreign control of Mexico's natural resources. Since the nationalization of oil and the strong assertion of governmental sovereignty over subsurface resources, it has acquired other dimensions. Foreign ownership of land is still perceived as a threat, and is still restricted in some areas. 29 The activities of multinational corporations in the manufacturing industry and trade are an equally sensitive issue.
Multinational corporations have developed a considerable presence in Mexico. The MNCs based in the United States, Europe, and Japan that have entered the Mexican economy since World War II have sought: (i) to develop Mexican markets for their imported products through trading and marketing subsidiaries; and (ii) to produce goods and services (such as services to tourists) in Mexico itself. At first, as was true in most countries, MNCs began to manufacture in Mexico as a way of bypassing barriers to imports and to participate in import substitution in the domestic market. 30 Later, some local manufacturing affiliates of MNCs became major exporters. In addition, some MNCs continued to export agricultural products and raw materials-survivals from an earlier day. The MNCs, because of their developed network of distribution channels and trade relations, were in a good position to develop export markets for some types of manufactured goods.:
Foreign control coupled with monopoly power has elicited protective reactions, but it should be noted that foreign control is the principal problem while monopoly is a secondary consideration. The alternatives to the MNC might well be local monopoly or a sponsored domestic cartel guarded by protective tariffs. The kind of foreign control most disliked in Mexico is control from the United States. The background of this attitude is well-known: it encompasses fears of "imperialism" (old style) and "dependency" (new style). In 1975, the United States absorbed 60 percent of Mexico's exports and supplied 62 percent of its imports, with MNCs playing a significant role in both.
33 Direct investment by the Table 1 gives the most recent estimates available of the share of foreign-based MNCs in the total value of industrial production in 1970 by major industrial groups and their share of production in the "modern segment" of the Mexican economy as of ten years ago.
Surprisingly, the proportion of foreign investment in total private investment in Mexico has not been very large. It was estimated at 7.5 percent in the period 1962-70.36 Its real significance is its predominance in several of the most dynamic and technologically advanced sectors of the economy, where the advantage of the MNC is greatest.
C. Concentration
Do MNCs "import" monopoly into Mexican markets? Mexican perceptions of that question would probably have a significant bearing on their acceptance or rejection of an economic community which would give American and Canadian enterprises free access to their economy. It is very hard to find evidence that the structure of Mexican industry would be made more competitive by the removal of trade barriers.
Measures of concentration are not very good indicators of the extent of monopoly in an economy like Mexico's since they take no account of imports, balkanization of market territories, cartel agreements, or government controls. However, according to a conventional measure of concentration, the share of the largest four firms in the value of output of each industry, Mexican manufacturing industry is nearly as concentrated as that of the United States. The weighted average of fourfirm concentration in shipments of manufacturing and mining industries in Mexico in 1975 was 40 percent.
3 7 For comparison, the weighted average four-firm ratio for manufacturing industries in the United States in 1972 was 39 percent. groups dominated by foreign enterprise (such as flat glass, cigarettes, engines, vehicles, photographic equipment, telephone apparatus) and concentrated industries controlled by Mexican interests (such as some manufactured foodstuffs, furniture, nonferrous metals, footwear, sheets and carpets). 4 " In addition, the petroleum products industry is dominated by state-controlled enterprise, as are some other nonmanufacturing activities.
4 '
In some technologically advanced manufacturing sectors, subsidiaries of foreign firms may still have a large market share resulting from their introduction of products or technology not previously produced or used in Mexico-products that Mexico would otherwise have had to import from foreign sellers who might have equally large market shares at home. Some industries, such as flat glass, seem to be highly concentrated everywhere.
Indigenous Mexican-controlled firms are just beginning to attain size levels comparable to the United States and Canadian giants. Of the 500 largest industrial firms in the world outside the United States in 1979, three were based in Mexico. PEMEX was the 39th largest. 42 Grupo Industrial Alfa and Valores Industriales, two privately owned conglomerates, were becoming MNCs themselves, the Alfa group already operating in the United States. 43 The leading export Other future foreign investments are limited by the statutes to 49 percent nonMexican participation, although the Investment Commission would allow up to 100 percent foreign ownership in ventures in critical industries or depressed areas. Foreign investments will be evaluated by such criteria as their contribution to exports, employment, and productivity. They cannot infringe on activities already well handled by Mexican investors. Foreign-owned manufacturing firms must agree to maximize the use of Mexican-produced components. The Commission will favor "diversification" of foreign investment, i.e., non-U.S. sources. (Most of these policies had been in effect for some time.)
No firm or affiliate in Mexico can make agreements with outside firms, including parents, to restrict exports to any country of products made with technology covered by the agreement. Nor will arrangements to import technology be approved if they restrict prices or production of goods in Mexico or obligate the Mexican firm to buy materials or equipment from the supplier of the technology.
Some of the provisions of these laws are protectionist at the expense of open competition, and thus would not assimilate easily into a continental antitrust policy. Entry of American and Canadian firms into protected industries would be barred. Most U.S. or Canadian entry into any Mexican industry would have to be via a Mexican-owned affiliate, primarily through a contractual relationship. But the prohibitions on tied markets or restricted use of technology would be quite consonant with a procompetitive policy for the continent.
A word should be added about the special arrangements in the Mexico-United States border region. Presently, U.S. firms can set up plants on the Mexican side, known as "maquiladoras", to utilize less expensive Mexican labor to assemble products for reshipment to the United States. A large number of "in-bond" plants have been created. The Mexican economy benefits from the additional employment in a depressed area. The present administration has made some efforts to set up maquiladoras in other sections of Mexico. An economic community would make such special arrangements unnecessary by extending free trade to the whole of the two countries and Canada.
It is doubtful whether Mexico would accept the kind of antitrust policy that would remove internal protection and open the economy to unlimited access by other North American-based business. Acceptance of free access to activities other than those reserved for government enterprise such as petroleum and utilities is only a little less doubtful. Paradoxically, free trade might well lessen the intrusion of U.S. and Canadian multinational corporations into actual in si/u ownership and operation of business in Mexico itself, since many goods could then be supplied from sites farther north without restriction. But the probable effect in Mexican eyes would be very much the same: loss of infant-industry protection and abandonment of the policy of reserving as much of the Mexican market as possible for Mexican production, with a corresponding gain of foreign economic interests in Mexico. Neither the reciprocal opportunities for Mexican exports to the Northern countries, nor the improvement in the economic efficiency of internal markets, would appear to offer compensating attractions. If the improvement were due to entry by more foreigners, Mexicans would be apt to think of it as a monopolistic rather than a competitive effect.
E. The Mexican Colossus
Oddly enough, what looks like Mexican economic weakness when measured against the advanced industrial economies of the United States and Canada becomes intimidating strength when measured against some of the Latin American economies. It should not be forgotten that Mexico is a rapidly developing economy, far ahead of those of Central America and the Northern Andes. Its recent emergence as a major petroleum exporter provides further economic strength. In the future, Mexican multinational corporations, as well as public enterprises may play an important role in those countries. Canada's advanced economic development and its high levels of income should perhaps lead to attitudes toward proposals for economic integration different from those of Mexico. Certainly there are differences in viewpoint and in policy between the two countries, but on some issues, mostly those involving the United States, they are strikingly similar.
A. Canadian Antimonopoly Policy
Canadian federal policy is embodied largely in the Combines Investigation Act. Briefly, the essential applications are as follows:
(1) Agreements and combinations that limit production, fix prices or enhance prices unreasonably, prevent competition, or restrain trade are illegal. Criminal penalties are pro-47. "Even more familiar are the preoccupations of Bolivian and Honduran officials who may wonder whether it is a good idea to have so many Brazilians and Mexicans in their country and whether they are trading a first-rate imperial power for a second-rate one. vided. Exchange of statistics and agreement on product standards, among other things, are not prohibited.
(2) Formation of monopolies, and mergers which are likely to lessen competition, are illegal.
(3) Price discrimination and predatory practices are illegal if they substantially lessen competititon or eliminate competitors. Resale price maintenance is prohibited.
(4) Restrictive Trade Practices Commission investigates possible violations, holds hearings, issues cease-and-desist orders, and reports cases to the Attorney General for enforcement in the courts.
The parallels between these laws and procedures and those of United States antitrust policy are obvious. Canadian policy seems to make greater use of criminal penalties and less of civil remedies 0 than does that of the United States, but there would be little difficulty in reconciling the formal statutes and processes of the two countries under a North American Economic Community. The difficulties would tend to arise in the choice of targets. The 1975 amendments to the Combines Investigation Act specifically took aim at acts of multinational corporations. They prohibited or required modification in Canada of policies dictated by parties outside Canada-whether home offices, parent companies, or governments in their home countries -that would adversely affect competition in Canada or its foreign trade. 5 1 As in Mexico, concern with foreign control is a leading issue in Canada.
B. Foreign Investment and Control in Canada
Foreign corporations have invested in Canada, either by establishing affiliates or by acquiring them, for the usual reasons: (i) to facilitate distribution of goods they manufacture elsewhere and import into Canada; (ii) to cross import barriers by manufacturing in Canada and marketing there; (iii) to secure an assured supply of raw materials by acquiring extractive properties in Canada; and (iv) to take advantage of lower factor costs in some industries by producing in Canada for export to other markets. Canada has offered very favorable opportunities for foreign investment of both portfolio and direct types, though problems for policy arise mainly from direct investment. Foreign investment has always been sizable. Before World War I, it was predominantly British; since then, predominantly American. In 1977, U.S. investment in Canada had a book value of over $65 billion, and represented over 75 percent of all foreign investment in Canada. About 58 percent of U.S. investment was direct. 52 The consequence of direct investment has been foreign control of a substantial part of the Canadian economy. Table 2 gives the percentage of foreign control of investment in various types of activity. U.S. control is particularly concentrated in manufacturing, (43 percent of the total value of assets in 1977); in oil and gas production (58 percent); and in mining (45 percent).
-" The influx of foreign investment was generally welcomed in Canada until the 50. One special remedy for monopoly is admission of the product to Canada free of import duty.
CAN. REV. STAT. c. C-23, 28 (1970).
51.
ORGANIZATION The similarities of the Canadian and Mexican policies are evident, as is the extent of their trade interdependencies with the United States. In the mid-1970s, about 69 percent of Canada's imports came from the United States; about the same proportion of her exports went to the United States.
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These trade relationships, as well as the activities of multinational corporations, are bound to influence the formation and operation of any North American Economic Community in many ways other than their impact on competition and policy toward monopoly. However, it is instructive to look at Canadian industrial concentration and its relation to foreign control before speculating on the effects of removing barriers to U.S. imports and investment in Canada.
C. Concentration and the Multinational Firm
The Canadian economy exhibits high-to-moderate concentration, somewhat higher than that in the United States. In 1972, about twice as many industries had four-firm concentration levels exceeding 60 percent in Canada as in the United States.
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The nine largest manufacturing industries in Canada were all more concentrated than their counterparts south of the border. 59 Overall, the 50 largest non-financial Canadian corporations in 1973 accounted for 32.4 percent of total assets and 15.0 percent of total sales.
6°I
n the manufacturing sector, the 50 largest Canadian firms had 31.7 percent of total sales in 1973 and the 100 largest had 39.1 percent.
6 1 For comparison, in the United States in 1972 the 50 largest manufacturing corporations accounted for 24.5 percent of total value added by manufacture and the 100 largest for 33.1 percent.
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It is not easy to determine whether U.S.-controlled multinational corporations have contributed to a problem of structural monopoly in Canadian markets, but 55 10 1 -150 ................................. Canadian industries with a high percentage of foreign ownership were no more concentrated than similar industries with lower foreign ownership in other countries. And some of the most concentrated industries in Canada (e.g. , cotton cloth manufacture) had relatively low foreign shares. 65 Thirty of the largest industrial firms in Canada (which are among the 500 largest in the world outside the United States) are listed in Table 4 , along with the apparent location of their control. The largest U.S.-controlled firms in Canada, as in the United States, are in motors, oil, chemicals, and electrical equipment; presumably those firms would be large and their sectors concentrated even if they were under Canadian control. Several, in fact, have made the transition to Canadian control as indicated in Table 4 .
It is noteworthy that a sizable proportion of the large Canadian-controlled firms in Husky Oil, and Hiram Walker (No. 29), which, in addition to operating its distilled-spirits business, was seeking to acquire a U.S.-based oil company for over $1 billion in late 1980.1i" Northern Telecom, a subsidiary of the Canadian Bell Telephone Company, has aggressively entered the U.S. market for data processing and data communications equipment (in which the leading U.S. telephone company until recently could operate only on a restricted basis) and has acquired U.S. manufacturing affiliates such as Data 100 and Sycor. Alcan Aluminum, formerly a special exceptions to a free-trade, free-investment Community agreement. Canadian tariffs on manufactured imports are comparatively high, and they are buttressed by quotas and other restrictions.
7 0 "The tariff combined with foreign ownership-which is itself a product of earlier tariff policy-has produced or maintained a basically inefficient industrial structure with truncated branch plants producing too large a range of goods . . . for too small a market."'" A free trade agreement would force such industries to compete more effectively in order to survive, but those effects would result from trade policy rather than antitrust policy. Without trying to speculate on what special exemptions from free trade would be worked into an integration agreement, we can identify some sectors that might well, in the Canadian view, call for special protection from a NAEC antitrust policy.
The famous Auto Pact of 1965 was itself a movement toward freer trade, but with protectionist safeguards. The Canadian government virtually abolished tariffs on automobiles imported from the United States in exchange for commitments from U.S. auto manufacturers that they would increase the volume of output in their Canadian affiliates and purchases from independent Canadian suppliers, by more than the growth rate in the Canadian market. Though the arrangement involves a form of market allocation and production quotas, its replacement by unrestricted free trade would not be welcomed by the Canadian authorities of their constituent economic interests.
Another sector that is not likely to return to a regimen of unrestricted private market competition is energy. 72 The Canadian government has taken control of oil and gas exports and imports. It has virtually phased out export of crude oil to the United States (in the early 1970s oil was one of the leading Canadian exports 73 ) and has sharply restricted any further commitments to export natural gas, while establishing a two-price system for exports and internal consumption. In 1975 it set up a government controlled corporation, Petro-Canada, which is not to be a sole monopoly after the example of PEMEX but is expected to become the largest company in the Canadian petroleum industry. Petro-Canadian has acquired a number of properties that were formerly U.S.-controlled (Atlantic Richfield Canada, Pacific Petroleum).
The oil industry in Canada has recently come under fire from Canadian antitrust authorities for its "monopolistic practices" including alleged overcharges on In October, 1980, the Federal Government announced plans to increase Canadian government and private ownership and control of oil and gas properties to 50 percent (up from 30 percent at the time). Petro-Canada was to have preemptive rights to 25 percent of all oil and gas discovered on Federal lands in the future, and the government itself would finance the purchase of interests in multinational oil companies with Canadian holdings so as to raise Canadian participation in their affiliates to at least 50 percent. Direct takeover by Petro-Canada of several multinational affiliates in Canada was anticipated. 77 The plans would also require maximum use of Canadian goods and services by the oil industry-a rule that would probably conflict with GATT as well as with any general NAEC antitrust policy. The U.S. government has strong objections to these new plans.
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Earlier that same year Canada and Mexico concluded a government-to-government agreement to sell 50,000 barrels per day of Mexican oil to Canada in exchange for a Canadian commitment to aid Mexican economic development with joint investments, assistance in transfer of technology, and $430 million in credits for export of capital equipment to Mexico. 79 As in Mexico, a North American Community antitrust policy would necessarily exempt petroleum-and probably other Canadian energy industries as well, deferring to government preemption of policy.
Still another exemption would probably be granted to commodity agreements or government-sponsored cartels. Canada has a major interest in the export of raw materials and agricultural commodities. It has been a party to the several International Wheat Agreements, as has the United States. Although Canada refused to participate in producer associations in iron ore, copper, mercury, silver and tungsten during the 1970s it apparently did participate in the uranium cartel before 1975, and allegedly even pemitted Canadian uranium producers to infringe the Combines Investigation Act. 80 Canadian sources claim that these actions were taken in response to American protectionist policies. The Canadian government has declined to make information available to contending parties in a U.S. antitrust suit involving the uranium cartel. 8 '
The East Coast Fisheries Agreement between Canada and the United States, currently in limbo, is an example of the kind of bilateral trade and commodity agreement that recognizes a special status for certain activities and implicitly would shelter it from the full impact of a NAEC antitrust policy. Integrating antitrust policy into a North American Economic Community of the kind contemplated would probably be less difficult in the United States than elsewhere on the continent. Apart from the inevitable protected activities, economic policy in the United States would not conflict in decisive ways with a NAEC antitrust policy, nor with free trade and free investment from other members of the community. If anything, antitrust policy on the EEC model would be less restrictive than that already in effect within the United States. Many of the U.S. rules are much the same as those of the EEC (e.g., price fixing, market allocation, quotas, price discrimination, and mergers that would enhance the power of dominant firms).
In a broad sense, free trade would increase the competitiveness of markets in the United States, since cheaper sources in Canada and Mexico could reduce prices in any market previously protected by tariffs. But most products in which Mexico or Canada now have a comparative advantage are sold in markets that already have a competitive structure, and a large proportion of those products come in free or nearly free of duty at present. Many of the really concentrated industries in the United States, which produce such products as automobiles (already subject to special agreement with Canada), light bulbs, plate glass, ready-toeat breakfast cereals, home washing machines, steel boilers, cathode ray tubes, roller bearings and space satellite communication systems 83 would probably not initially feel much more competition from sources in Canada and Mexico, where such products are more than likely to be produced by a branch plant of an American firm. The Canadian-controlled large firms in Table 4 are mostly in the extractive industries, in non-export activity or in less concentrated manufacturing industries. But there are exceptions, and as time goes on some concentrated American markets may benefit from additional competition, e.g., from Canadian aluminum products and machine tools or Mexican beer and vinyl tile.
The policy of repatriating ownership and control of industry from multina-81. See Stewart, supra note 80.
82. The Fisheries Agreement had major national political and economic significance for Canada, but its ratification was blocked by a few U.S. Senators because of objections by strictly local economic interests, leading Canadians again to complain about the differences in "perspective." Such episodes add weight to Canadian objections to North American economic integration.
83. These products classes all had concentration ratios (the percentage of total shipments accounted The MNC is not perceived as a carrier of monopoly power transmitted from outside the country. U.S. policy at present would find it unnecessary to impose any general requirement of domestic ownership or control of Canadian or Mexican firms operating within its borders.
Export-import trade among the three countries would encounter some new competitive conditions under NAEC antitrust policy. Except where specifically exempted from the rules against price-fixing, groups of exporters within the NAEC could no longer agree to limit exports or adhere to common prices. The new antimonopoly policy would override some difficult problems of jurisdiction for American antitrust enforcement against Canadian and Mexican firms, since the NAEC would not be limited to the reach of a single sovereignty.
8 5 At the same time it would probably kill off any Webb-Pomerene export associations operating primarily in North America.
The United States would undoubtedly reserve certain sectors of economic activity for special treatment, as it has from its own antitrust laws. Regulated monopolies, communications and transportation would probably require modification of a competitive policy. Like almost all countries, the United States would continue governmentally-sponsored cartel practices in agriculture (price fixing, marketing agreements, quotas, production controls, subsidies, etc.) subject to general trade rules negotiated for the NAEC as a whole.
Certain subsidized or sensitive energy industries, notably nuclear power, might be protected against competition within the Community. Finally, the U.S. Government has long allowed special exemptions from antitrust rules for defense industries, which would doubtless continue-a significant exception because of the magnitude of defense material production in the United States. If these Mexican and Canadian policies continued to preempt these issues from NAEC antitrust policy, the latter would have two remaining roles relating to single-firm monopoly: (i) to protect the U.S. market from similar effects emanating from Canadian and Mexican MNCs-hardly a major problem as yet, but perhaps a future threat; and (ii) to restrain the unilateral exercise of power by private monopolies in each country of the NAEC that export to or import from another (1e., at arm's length, not through affiliates).
If Canada and Mexico believe that trade monopoly and monopsony based in the United States and not operating through MNCs are threats to their economic welfare, they might welcome that arena as one for NAEC antitrust enforcement. It would probably be extraordinarily difficult for a NAEC antitrust authority to enforce any policy of structural reorganization of firms located wholly within the United States (or Canada or Mexico) if those firms had escaped antitrust dissolution at the hands of their national governments; but the NAEC could control international price discrimination and predatory practices in North American trade.
B. Asymmetry as the Stumbling Block
Antimonopoly policy illustrates again the problem that runs through all aspects of any North American economic union-the considerable discrepancies in size, power, and (in the case of Mexico) stage of development among the three North American countries. The words of Harry G. Johnson fifteen years ago are pertinent:
[A] country will be motivated to join the union only if it judges that its industrial competitiveness or comparative advantage in industrial production is strong enough for its industrial production to increase within the union .... Consequently, customs unions are most likely to be negotiable among countries with a similar degree of preference for industrial production, and with a similar degree of comparative advantage in industrial production, or, as it is sometimes put, countries at a similar stage of economic development. If all three countries had similar market structures, and if the transmission of competitive and anticompetitive influences across their mutual borders were random and roughly symmetrical, then an enlarged antitrust policy would be a positive incentive for the formation of a North American Economic Community. If all three countries perceived the threats of monopoly from outside North America as greater than the threats originating wihin, then again we could expect them to draw together on a competition policy. But under the circumstances, Canada and Mexico evidently perceive the danger of economic domination from the United States as greater than any monopoly originating outside the continent, and have adapted their policies accordingly. In this writer's opinion, Canada and (especially) Mexico are likely to act on the belief that they have more to gain from staying aloof from a NAEC and relying on bilateral negotiations, government intervention and control, and their own protectionist policies as safeguards against markets that are concentrated both in the home and the host country and on markets that are characterized by high entry barriers. Mergers occuring in such markets are particularly questionable from the competition policy point of view." 
